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sou1:bWe.tarn Bell corporation ("8BC") .upport. the

use of oral, sequantial auctions of Personal communications

services ("PCS") licens.s, arrayed C)eoqrapbically in a

sari.. beginning on the ve.t coast. This process should

begin with the Kajor Trading Area (ttIt'l'A") licena••,

auctioning one band at a tiJle, and then continuing t.o the

Basic Tradinq Area ("BTA") licenses, also auctioned by band,

sequentially, in a geographic arranq..ent. This simple

proposal will be easy tor the Co.-i••ion to administer and

easy for the parties to under.tand. Therefore, it also will

allow all partie. to plan intelligently and maximize the use

of their capital, a1Wuring that the party Which value. that

spectrum the 1IOII't will be the ]lost likely to win the

licens.. Most t.portantly, it will allow the ecoaoaia

aggregation of lieanae. by prospective. licensees without

advantaging any particular combination of licenses. SBC

oontinue. to oppose any .et of lieen... awarded in a bundle

which might have the eftect ot a nationwide licen•••

sac oppo.e. an electronic bidding .y.t... While

theoretically inter••ting, it appears too complex and

expansive to i.pl-.tt in the tilletrues allotted to PCS

auction.. It. COIIplexit.y rai... a hoat of unanswered

questions which can only d.lay 1aple-.nt.ation of i:his long

await:ed .ervice otterinq. Other types of simultaneous
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bidding are too CU1Iberso.. and contu.inq to serve the

Co_iaalon's objectiv•• in holdiJ19 auctions tor spectrum

licenses.

sac continues to .ain'tain that BETRS, TMRS and

inttmaediat. link. in an existinq ca.aon carrier sy.t..

should not be .ubject to auction, but cellular fill-1n

1.1ceN1es and licen... tor BSJIR and wid. ar.. SMR should be

caapetitively bid. The Camais8ion should adopt a ..chaniam

for adjudicating dispute. over whether a spectrum licen.. i.

subject to auctioninq under the .tatute and the commission's

rtl9Q.lations.

sec viqorously opposes the attempts of 80me to

ra-l1tigate eliqibility tor participation in the PCS .arket

in this proceedln9. The place for such issues is a Petition

tor Reconsideration of the Commi••ion'. Ord.ra in the PCS

dOCkets, not this proc••ding Which tocu.e. on impl••entation

of competitive bi4dlnq proc...... SBC particularly r ••i.t.

the .u9ge.tion that cellular carriers with aome arbitrarily

••t. market share be barred trOll PeS ..rkets. SUch an

exclusion would be contrary to previous well-reasoned

decisions on public policy and would deprive PCS custoaers

ot the benefit of well-financed, experienced providers.

- i1 -
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nDDAL COJIIIUIJIC1IJlIOH8 00IIIII8SION

WASB1MG'1'Olf, D. C•

In 'the Matter of

IlIpl..-ntation of section
309{j) of the co_uications
Act eoapetitive aiMing

)
)
)
)
)

PP Docket lto. 93-253 )

To: Th. Federal cOIIIlUnications cc.al..ion

IlIIteY reg "lor IQPiIIM' I '5,1, me""",IOI

On behalr of itselt and its operating sUbSidiarie.,

southwestern Bell corporation ("SBC") offers th... C01D1Ients in

reply to the Initial c~ts tiled herein.

I. sQYICU JfJqCB ngaIJFJ rol AUCTIqlIIG.

A. Intuwadiat.e Link Microwave, 1'IIRS And BBTItS Should Not
Be SUbjegt T9 coapttiitin aWing.

point-to-point .icrowave When used as an "interaediate

link" ot an end-to-end subscriber .ervice sbould D2t be Subject

to auction. The initial cODIII8nt. voiced nearly universal support

of this 'proposition. S.., e.g., Co~ts oZ CaJ.:J.Zornia

lIicrOW'ave, Inc. at pp. 3-7; Ala.tel Network Sy.te.., Inc. at

pp. 2, 3; AHriteoh at pp. 3, 4; COllOut at pp. 14, 15; etc. I

Moat co_entor. noted, as did SBe in ita Initial CO.llllel1t., that

such spectrum is not ac0e8Secl directly by the subscriber, the

applications ror such use of the spect.rull are rarely contuted

and tJle iapact upon ~. carrier of aubjectin9 auch internal

IAll sw.equent reterence. to initial coaaents will be _4e
by coapany n... an4 paCJe nUllbet'.
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~icatioM linka to COIIpetitive bld4inq could be siqnlficant.

Bxeap1:1ng int.erJIeCll.t. links troa auctionlnq allows incumbent

providers to cont.inue to provide the quality of aervice required

by the COIIIIlisalon'a rule. and ..at the baild-out and other

pertOrNnDe requb:~ts of thoae rul.. Additionally, where an

intenl8diat. microwave link ia part of the "backbone" network of

a local excbarage carrier, it i. particularly lJaPOrtant that the

cc.ai••ion exerci•• 11:. discretion not to subject this spectrum

to auction to taoili't:ata the carrier's obligation to provide

univer••l service at the lowe.t possible pric•• J

The Initial coaents strongly supported 'the

Comal.aion's tentative conclusions (NPRH at S 29) that point-to

point .icro".ve service provida4 dir.ctly to end users tor

coapenaation ahould be aubject t.o coapetitive biddinCJ. See,

e.g., COIQISnts o~sprint; at pp. 21-22. All Sprint pointed. out,

the logical construct which the co_i..ion sbould use for

dat.armininc:J whether to subject a service to auctioninq ia two

fold: first, it should be required only for "new" comaercial

IlObile aervices and, second, it sbould be required only where the

'Additionally, •• Sprint not.., it. i. inappropriate to
subject the COllPOftClt parts of a urvlae to =-P8titiva bidding.
Since point-to-point .icrovave i. a COIIpOh8ftt of a LEe, IXC or
aobile service network, and it i. "COMuaed" in the internal
ee-mun1c;:ationa of the underlying carriar, cc.petitive bidding tor
the 8pe~ i.inappropriate. S"r:l.lJt at pp. 22-23. See also
letter trOJI John D. Dingell, Cba1run of House co-itte. on
Bn8Z'gy and ea-erce, to PCC Chau-n Quello, dated Ifovaber
15, 1"3. Ina••ueb.s the 11nk. reteranoed in paras. 28 and 29
o~tb. lIP_ are incidenQl to the proviaion ot • 4ifterent, and
not neceaaarl1y apecbua-baaed, aerviae, aubjact1D9 the••
l.icenees to ccnapetitive bidding would not. be appropriate.

- 2 -
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apect.rull is used directly by the 8ub8crUHar. Lillitinq

application or auctioniDg' to .pactrua ¥biob is accessed directly

J:>y the subscriber :for the tr~.sion of caa.unicatioDS Is

required directly by the lllJl9U&ge or the .tatute. 47 U. s. c .

S 309(j)(2) (A) (ii).

SBC a9%"..a 1:bat Telephone Dint••nee Radio Service

(-1US-) and Ba8ic Exchange TeleccmllW\ication. Radio Service

(-BETRS·) ahould not be subject to ee-petitiv8 bidding. TIIRS 1s

not acoeaaed directly by subsoribers and is not provided to

subscribers for coapen8aeion. 1 Accorc!inqly, it d088 not aeat the

atatutory requisite for auctioninq. SiJailarly, BETRS and other

rural radio service. do not teChnioally quality for auctioninq

because thelle services are not acces.ad. directly by subacriber.

and coapenaation i. not qenerally reoeivee:l frOll subscribers for

t:he uanamiaaion of 8uch siCJDal.. Por exaaple, 8BTRB c::ustoaers

are treated just like other local axabange service cuatOJlers, no

additional or special rat.e i. charge<l for the wirelus aspect of

the service. Citi••ns tTtl. Co. at pp. 7-11. Further, it 1s not

in the public intere.t for such services to be subjected to

auctioning. Many of theae licen_ will not qualify for an

auct.ion becau.e only one application for it. use i. l.lkely to be

filed.

Moreover, BBTRS is de.igned by the ccmai••ion t.o

iJlprove the quality of sarvice in rw=-al ar.... It would. ))e

'This position w•• al.o 8Uppoz1:ect by Nat.ional Rural Telecoa
As.ociation (p. 13) and Pacific and Revade Bell (pp. 17, 18).

- 3 -
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ironic indeed it ~e INc:lget Reconciliation Act, with ita qoal of

rapid deployment ot innovative aervic88 in rural are.s, r ••ul1:a

instead in a dlainution of th. quality of ba.ic talephone service

provided in thos. ar.... Yet aubjeotinq BBTRI to competitive

bidding .ight. bave jU8t this effect, tor it inevitably would

increaa. the coat of this alternative by incr•••ing the co.ta of

local loops which BBTRS technology 1I1nia!.... USTA at pp. 4, !5.

B. cellular lill-In LiCIQIIA Should Be AuqtiQDld·

While aany individual applicants for ceilular fill-in

licen••• contend 1:hat such lleana.s .hould not be auctioned, a

nWlbar of parties (includinq SBC) diaatr.e. see, e.g., C'l'IA

at 31, IIcCaw at pp. 30-31, Bell Atlantic PC, Inc. at pp. 22, 23.

Sprint is correct. in not.ing that suoh auctions are not required.

because the applications currently P81uU.ft9 before the COJUliaaion

w.r. tiled before the effective date of the cOIlpetitive bidding

leqialation, bUt this doea not ...n that th. Ca.al••ion ia

wit:hout· authority to ua. an auation. The a4ventaq•• of an

auction are as apparent for such lie..... aa they are for

Personal C01IIIlunicatlons services ("PCB"). An auction aore

effectively will insure that th. party 80 value. the spect.rua

JIOst and is .cst likely to build out the lice... will be

aucc..aful in obtaining it. An auction will provide naaclacl

tederal revenues.

Th. arqmaent by soae =-ntor. that they "relied" to

their detria.nt on us. of a lottery ia not parauasivea Any .ucb

reliance was .in!.al indeed, given the inaiqnifioant amount of

- 4 -
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effort I!'equired to apply for a lottery. Thia ia particularly

true if, a. SBC BU99-ts, the cc.aiaaion a4opt. the aU 9CJ..tion ot

BellSouth (C~f:s at p. 45 and ,irsf: Cttllular oL Maryland, Inc.

at p. 2) that eligibility tor the till-in licen.e. be l1Jaitecl to

thOlJe who filed applicatioM prior to July 26, 1993. In that

event, all existing applicant...y still partioipate in the

process to obtain the till-in liceMea tor which they sutaittect

applications. Tbua, their "reliance" upon an opportunity 'to

obtain the license will not be 4etriaental.

c. Tbe co.ais.lon Should Adopt A Method For AdjudicatiJ\9
DillpUtM OVer Auctign Eligibility.

The Cellular Settl...nt Groups argue that cellular

fill-in licenses should not be auctioned if they are the subject

ot a full market .ettl_nt. SBC agr... that the pce should

adopt it timefr..e for deciding wbether a spacifio license or .et

of licenses is properly subject to auction pursuant to statute

and the. Commi••ion'. re9Qlations. SBC sugq_tad in ita InJ.tlal

Coamenf:s that. this detet'1llination could be made in the first 45

day. atter the Public Notice is i ••ued. Within 15 day. of

i.suinq • Public Notioe that a apectrua block will be up tor

auction, applications to remove the spectrum from auctioning for

rea.ons ot procedural defects could be entertained. If tbe

ca.mi••ion announced its decision in the D~ 15 daya, partie.

would have 15 .ore days to decide whether to apply to bid.

The situat.ioD urged by the Cellular sattleaent Group

tor supporting such a dispute r_olu-tion process, bowever, i.

t.otally erroneou.. As illustrated on the ..p attacbed hereto a.

- 5 -



Bxh1))it l, 1:11. Cellular set.tl~t Groupe bave applied for an

area a.sen.4 to be "unHrved.· This till-in area, bowever, cloea

not. exist. Every application filed tor Dalla. 98 (inclUding the

applications of each party to the Cellular Sett.l_ent Group) i.

detective becaus. the area aoupt is .lreacly belnq served by the

Dalla. SMSA Liaited partnership, the lleana•• of Dallas 98, and

was being served by that licens.. at the tiM 'the applioations

were ~iled. (See Exhibit 1, copy ot 'YR- Update Map tor

Dalla. 9B filed January 1993, and saJIPle of applicant.'g lMP

shoving boxed .m shaded are. sought aa already .erved. by

licensee). Dallas 98, therefore, ia not an appropriate subject

for fill-in.

SBC does not oppos. the ex.-ption of fair ..rket

.ettl_nts froa the auction proce•• , but the position of

cellular settlement Group. does highlight the fact that the

auc*ion .•tructure .ust provide a tb\ely opportunity for an

ineuabeDt carrier to oppose the application on the baaia that the

area ia not Subject to auction or an applicant 1s unqualified.

D. UP LiQMMI ShoUld Ia SUbject To Auction.

As SBC noted in ib Initial c~t., spectrua used for

BSJIR licenses should be SUbject to the coapetitive bidd.ing

process. Such licen_. will be uae4 priJlarily for .ervic••

reDdereel to end users for aoapeswation. The applications already

filed for such licenaaa an~iclpate axclQ8ive use for th. spectruJI

allocated and the C01DJlisaion ba. indicated it. intention that

- 6 -
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such servic.. will CGIIP8'te with cellular and Pes. Accordingly,

'the statute requir.. 1:ba't the.. lieenaea be auctioned."

While COJICast arqu.. 'that aurran4erad or forfeited SHR

license. should not be auctioned,s it. ~.nt. are ailent with

regard to the new enhanced SJIR Hrvice.' Such new service, of

cour••, would include tho.e additional licen.88 for wbich Nextel

has applied but wbich have not yet been granted.

B. Autoaatic Vehicle MOnitoring Licenses Should Bot
Be Augt;lpM4.

SBC -.ph48ized in ita Initial Cc.aent. that Automatic

Vehicle Monitorinq (AW) .pectrua sbould not be subject to

auction because the spectrwl u•• will not be .xclusive and

because it will not be accessed by sub8crlbers directly to

tran••it and receive comaunioations in return for co.pensation.

The initial co_ent. of .averal other parties indicate qenaral

"Ini'tial co..an'tOra generally a,r_iD9 include PlJcj~jc
2'81••1. at p. 19, ~. at p. 17, HoC.., at p. 30.

Sorb. ra't!onal. for this ---.toi- i. uncl-.r. SUch l1cau.s
are not r ..erved for public uaa and their utility for co.-erc!al

. appl101~~ons 1iU99-..ta ~t tbeY al" abould ret\lt1l a pgxtion of
their value to the public. 47 U.S.C. 1309(j)(6).

'Aae.r1can Kobile TelecoaaunlcatloNi Aaaociation, Inc. at
pp. 9-11 arcJU" that wide area 800 •• __ are not appropria~e

~or c~titiv. bidclillCl beea..e they are a reaont1guration o~
exiatinq sy.t.... While this is corraat for currently held
licenses, it does not apply to the fallow .pac:trwa Whieb does
exi.t. Thi. fallow apectruIa GOUld be utilised for the
COimlission's newly proposed wide ar_ .. or enhanced SMR
.ervice, both of Which are new eervi~. Likewise, •• with
cellular. an axiatiDv service, the CCllllliaaion bJl. the authority
to auction unused IJIMtctrum for an existing service.

- 7 -
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A91"-.Dt with this concluaion.' In fact, as OM party noted,

even if co-channel separation i. C)ran'ted, the sutute wOUld

axa.pt t:he spectrum from coapetitive biddift9. Co-channel

••paration and tbe reeultinq protection frOll interference with

1:he AVM signal. 40es not. 1Iean that the apectrwIl will be 8u))jaot

to exclusive Wle by the lioenaae. Rather, it. Is likely that the

specrt.r\Dl will be subject to q0V8rnaent&l and ISH u•••

Accordingly, AVM license. will not qualify under the statutory

requir..ents tor .utual exclusivity of use and therefore should

not be subject to auction.

II. AUCTION DIll.

A. Oral 8icld1nv Should" lfb.e CGlBi.sion'. Exclusive
AuctiOn ..tJw4,

Host. coaaent!nV parti.. agr.. ~at oral bid4inq i. the

atapl.at, aatest and .cst efficient .etbOd for granting .ost.

apectrua licenaes.' This conclusion Is particularly applicable

to the licenses to be auctioned for Pes. Analysis ot alternative

proposals only supports the efficacy of oral bidding. For

exm-ple, orlll bidding collpletely negllte. the nece••ity for

heiqb.taned ••ourlty ....ur.. required for sealed written bids

, (e.g., BellSoutb at -I, 5), and for tbe electronic biddinq

.upported by NTIA. (See 5 c. 3 .1.~r•• )

'Hugh.. 2'r&lUlportatloD 1f4lNl~~ ay.te.. at p. 3; Paclrlc
~l••l. at p. 13.

'see generally, eo..nts oL cellular cOllllW11cat.1.ons, IDe.
at 1, eo.ca.t corporatlon at p. 31 DuDC&D, ".1..nberg, Hiller &
Reabrok., p.c. at p. 3; tI'l'8 at p. 51 lIt::Car at pp. 5, 6; II.1nnesota
Bqual Ace••• Networ1c Services at p. 2; ••'t!onal AB.ociat1on or
BlacJc-Qfned Broacfcoters at pp. 6-7; NAlJD at. p. 6 ..

- 8 -
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oral bi44inq also negatee any need for calculation of

ruerve 'priaea and suppl~tal rouncla of bidding. PacTel adJl1t.

~at its plan for .ultipl. rounds of _led bids Is d.signeeS to

millie the salutary effect of ••oendiDCJ bidding which occurs in an

oral auction. As SBe cii.CUII.tad at lenqth in it. Initlal

Cc.aeJlt., the oral auction procus allove _ob bidder to

._i_ilat. and utilise infor-.tion froa others r8CJardlng the

.st:i..ted value ot the asset being auctioned. Contrary to the

a•••rtions ot PaqeMart, Inc., theretore, oral bidding' and not

••a1ed biddinq tends to equalize the amount of information

poa8e••ecI by each bidder. Thi. acee.. t.o informat.ion minlmia_

the impact of di.parate acee.. to information among bidders prior

to the auction.

1. Tho rlcTol Plan Should Ie ••:Jac1:a4.

The PacTel proposal for siJlultaneous, .ultipl. rounds

of ••aled biddinq .uffer. from all the deficienci.. of sealed

b144inq' while adding an Monaou. bUrden on the coaai••ion'.

resources. PacTel'. principal rea.on tor propo.in9 this plan i.

apparently that it facilitate. tbe creat.ion of multiple

coabinatlon. of licenses. S.. Initial c~ts at pp. 3-4,

At'taobaent. Sequen'tial auctions of .pect.ruJl arrayed

geographically, u.ing oral bidding •••ugqe.ted by SBC, will

acco.pli.h the a_ purpo.e, with 1__ coaplexlty and without the

disadvantages of Haled bidding. By auctioning" each area within

a 8p8ctrlDl block, IlOving geographically aero•• the country,

collbinations of l1eenaes can be fa.hioned. '!'he time betwe.n the

- 9 -
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auction of each geovraphic apec1:r\Dl block should allow individual

COIIPUies and _bars of a conaorti. to re-analyze and re-define

their strategy. Additionally, the sac aethod provide. a piace of

information which the PaCTel _thod .y not: by participating in

live, real ti.. oral auctions, the possibility of a CODpetitive

agvraqation Which t.breatena one's own strat.egic plan will be JDOre

obvious. This .i_1: result in a bicldar increasing the price he

is willinq to pay for a particular area to insure a particular

geographic cluster is obtained. Such a ruult ia not. po.sible

under PacTel's proposal.

PacTel arquas that its plan 91ve8 the advantage. of

unliJIited combimttorial bidding and a structure which allow. tiJH

for analyais and review. But PacTal'. proposal would create the

need for significant time delays due to the auctions of mUltiple

licenses simultaneously. This cOllplexity does not exiat under

sse's proposal. Moreover, SSC suggests that the theoretical

concerns a_erted. by PacTel are not as COIlpelling .s they may

88EDl. Whether a sin9le corporat.ion or a conllOrtiwa, prospective

bidders will have to create an elaborate bidding strategies pri~

to the openiD9 of the auction. BwSqets with strateqic

alternatives mu.t be sett.led well betore the auction begins.

Auctioninq licenses one at a ti.. in a geOCJraphic sequence would

eliminate the need for significant. renegotiation of suab prior

arrang_nta.

Further, the poaaibillty of econOllic a99t'eqation of

licens_ is available through an oral auction, as sac explained

- 10 -
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in ita IrJ1tjal CcmIIIIDt;. at p. 29. Wbat. i. not possible i. to

aCCOlUlOC1at.e the a<lIIinis'trative details of the PacTel propoRl.

su.ppoaa that the cc.ai••ion receive. 1000 bide in round one

for 1000 different aOllbinatlons ot Ift'Aa ed MAs.' The

co-is.ion must sat up .ome _thad tor raeelving 1000

si-1t'MQus fllinqa. '!'ban it aut sort all the subaissions to

a.certain the hi9beat bidder for usZ of the 2565 lioenae•• 10

once the -highe.t- bid for each liaanse/combination 1. • .....ed,.0•• mechant_ to notify the pUblic will be neces.ary, in

sUfficient tille to prepare the next bid C.UW88ted by PacTel to

follow within three day.). The•• probleas would arise with~

round.

Moreover, .ince each JlTA will be auctioned

ai1lultaneously in PaaTel'a plan, bidders would tind their

strategic plann1ncJ .uCh JIOr. COIIPlex. Bach participant must.

evaluate the ~.ibllity that the moat. desir.d MTA will co_pl.te

its auetion before the next .oat valuable MTA action is coaplete.

'This ls not a wild conjecture. Tbe service list for thi.
proceeding consi.ts of over 235 parti.s, plus another SO-15
parties expres.ing IJOIIe intere.t. Padel'. proposal i8 designed.
to allow each of th_ to expr..a it.s own view of the "ideal" PCs

. territ.ory.

100000e sbplest view of this proe... • ••lme8 that bidders are
required to aut. an incUvidual bid tor MQIl lieana., even it one
wiebe. to acquire .-veral related 1i..... Tbi_ procau would
loa. ~e advantage of being abl. to apr._ the aV9Z'avate4 valu.,
which PacTel t.out. a. IUl aclvanta9. ot ita plan. Th. aore
ca.plicated view, tbat bidders are allOVtld to .t:ate a sin91e bid
price tor each .nd .very ~.inatlon bid, rai... the possible
nUliber of bid. to be evaluat:ad exponentially. Also, it would be
nearly iJllpoIIsible to evaluate ¥bo had WOft any bid, aince the
nu.ber of coapariaon8 required to aa_. 1:.he bids would be the
nuaber of bida ti... the number of coabinations bid.

- 11 -
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Too, the c~sition of the caabinations desired i. likely to

sbif~ ~rcm one round to the next a. 801M IITAII or Jr.rAs are

awarded; llakinq the strategic analysis of the next step even aore

difficult.

The PacTel 4esign is flawed in another, si9J1ificant

way: it k••ps the bicNer's identity secret. While PacTel

aCknowledg_ the utility of Bharinq IlIaGftCJ bidders inforaat.ion

reqardinq the _tt.At.ed value of the ~ctr\Dl, it completely

ignores the need to deteraine which party has placed that value

on the apectrua. This inforaation i. 1IIportant for at. least two

rea.ons: fir.t, it affects other bi44ers' ability to a••••• the

agguracy of the valuation of the spectrua and, s.cond, it. is

ari tical to alertinq other bidders that an ageJraqation of

lic.nse. is under way. Without thi. information, the ruaininq

bidders cannot act t.o acquire otherwi.. las8 significant. licenses

to creat.. a qeographio aqgreeJat.ion or an alliance to ccmpate. In

abort, the PacTel proposal doe. not .et the primary obj.ctive

posit..d by it••xpert, Dr. IleAf.a: an iaproVed intonation flow.

B. Coabinatorial Bidding Is contrary To Con~e.a' stated
Cial•. Mti-C9"P"titiva ,.d anld 1M A_M 0na4.

1. COlibinatorial Bidding I. contrary To The
CrzppiMipn'. And ConGe•• ' stated Purpose,

Kany ccmaentor. avr.e with Southwe.tern Bell that

cOlibinatorial bidding i. not necessary and can lead to

.ignificant distortions of the PeS urJtetplace, .specially if the

eo-ission adopt.. the t.yPe of combinatorial biddinq proposed in

t:.b. NPRJI. S••, e.g., G'l'B at pp. 6-9; IICCaw at pp. 7-14; C~t

- 12 -
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corjX)rat:Lon at pp. 4-7, Dial P~. at pp. 2-3, Rural Cellular

A1J.ociat:ion at p. g. Though the cc.al••1on candi41y adlait. that

thi. type o~ bl4dinv i. CS••igned to allow the po••ibl1ity of a

national PCS lieen.e, .uch a purpose i. contrary to recent.

deciaions ot the co-i••ion. In the 8eaOlJd Report II1ld Order in

the Pes docket, the FCC rejected nationwide licena1nq in favor of

creating 102 Major Tra411l9 Area ("MTAs") licenses and over 2000

Baaic Trading Ar.a ("BTAs") licenses. The enunciated purpo.e for

'the creation ot theae regional and local llcall8e. was to

facilitate div.rsity ot llc.n.... , ¥bieb should lead to

innovation and coapetitiv. pricing. s.. S.cond Report and Order

at III, C. Conqreas specifically delin.ated diversity and

innovation aa 90&1. to guide the creat.ion of the cOIlpatitive

bidding proc.... See 47 U.s.C. S 309(j)(3). A pes license of

nationwide scope thus i. incon.istent with the ca.mi••ion'.

earlier conclu.ioll8 and contrary to the clearly .tated intent of

congress. See Rural Cellular Association at p. 9, HcCllw at

pp. 7-14. Either of these rea.ona .hould mandate rejection of

the cOBinatoria1 biddinq proce.. outlined by the Co_i••ion in

the NPRIl. Moreover,~. COJIbinatorial bidding process only adda

ooaplaxity to an o1:herwi•• difficult process. see IJUtial

CoJIItQnts or BellSout1:l at pp. 6-11.

2. .a1;ionyide Ligen_ Iould Hot Poatar COllpOtitipD.

sac explained at lenqth in its Initial Comaanta Why any

type of nationwide license or eet of licens.. for PCS ia

inappropriate. AIlonq the many rea.oNl echoed by other coaentor.

- 13 -

l



"i .. ..., ;-'.6 •...-
p .;- -. ~ ,... -- _. - -~- -._.-----.. . .._---- ",,-._- . - .-- .-.--------- ----_.'"-'--'._~''''---"-----'~_.-~........._,-~- ----~

in t:hi. docket, such an aqqregation ot lioenaea creat•• both an

~WI ccmpat:itive advan'ta9. for the 8QCOea.:rul bidder and a

potential ~or market power abUae by 1:I1at bidder. see Calloell

"ind.•••, IJ1c. at. p. 16, ~. at pp. 6-9. The cQllP8titive

advantage of the ••••rtion that. cOJlllBJ\Y hold a nat.ionwide

1icense (particularly if it 1. the malx nationwide licen••)

sbould be obvious. As Nextel points out, this i. true recJardl...

ot how the aggreqation occurs. 1I

A single nationwide .et of lieana.. also will stymie

technical diversity by creating a de raato standard. This_y

retard, 'if not eliainate, the developaent of aore efficient and

technica11y superior arrang-.nts. Liltewl.., without any

incent.ive to escalate the pace of innovation, interoperability of

PCs equipment ia likely to .tagnate. 12

1~i8 advantage only poinuout the acnate naaeasity for the
cc.. i sslon to clarity that. rafU'dl- of 1UJP'~.tion o:r licenaaa,
build-out and perforMftae requir-nu apply to MQb. area
licensed. As SBC in.iated in its Initial C...nt., the
cc.ai.sion'a perfo~e. ~equir.-nt. Mould not chancJe jU8t
):Macau.. a s1i1c1.1e OOIqNuly b4)lds aultipl. licea.... otherwi.e,
aany parts of ~e united statu will experience significant
delays 1n receiving the .ervice. see 161'.t at p. 5. SUch Ii
r ..ult is contrary tQ a public policy advocating that All
baric.1UI benefit froa i:be new paraonal ~ications sarvicu.

,see al.D DJ.al page at pp. 2-3. .11"1' 1. riepat Vben it points out
that another unnec•••ary consequence of a COIIbination bid tor all
51 HTA licenses 1s that it aay result in a resale of individual
unwanted. licen.es at a later date. Mn at p. 5.

12SBC does 8U9V..t that it the cc.lli••10n does adopt
coabinatorial bicld1ng, it should allow eueb bid. to a9CJr89ate all
B'l'As which are. located vithin a sinvle Ift'A. Thi. type of
aV9Z'eqation would allow· the holder to c-.ete 1IOr. effectively
with the license. tor the JlTA,thereby aaauring the~s of
the 1:eCJlalatJ.,on and to maxi.ille ~e probaJ,)ility of innovative
app1icatlons for l18rVice. see APe at p. 2, Nat:Lonal '.t81epbOlJe
cooperat:1ve AIJ.ociat:.ion at n.20.

- 14 -

·l



. .
L

• 0,
'.....

3. Ca.I,)lnatorial 81441119 I. Ifot Ifeeded To Stillulate
1cQ",.' 9 aggrMet;ipn.

In any evant, forcinG an UDeCOnoaic aCjJgregat.10n of

licenses to the _tional level is unnece••ary. An oral bidding

process will allow aftre4iation of liceIWU Which may be in an

individual or group of bidder.' 8Oonoaic inbaruts. s.. Cellular

CO.-micat.tww, Inc. at p. 9. As the auction continues and

bi4ders continue to ••• or create opportunities for appropriate

aggraqations, nothing in the oral biddlDC1 process will prevent

thi. from. occurring. on the other hand, the lack of a

aoabinatorial process doea not create any additional pressur.s or

diaadvantage. for thos. who wish to &CJ9X'egate licenses. In other

word., the oral blddift9 proc... will allow the as.ignaent Of the

spectrum to the bidder or bidders who place the aaximlDl econ01llic

value on both the individual license and their agCJreqation, a. is

appropriate.

C. Bidding seaanaa.
1. The ca.i..ion Should Auction All License. In A

Spect;rua land. ArrIpgtd peggrghigally.

Virtually all co.-entor. noted the significance ot the

bidding .equence, though they di.agreed vigoroualy a. to the

appropriate .equence. SBC _intaina that ita proposal, however,

sat.i.fies most partie.' neecl. and i. the aa.t efticaciou•• u SBC

proposed that the cOIlIli••ion should auction each spectrum band

1JIrh. C~U oL t.be ••tioal MIIOCUt1012 oL Minority
!'el.C~Dioat.iem.JbAtcut1ve. and ca.pen l •• (ttIfAJITBC") (p. 6)
generally supported SBC's propoRl for blc1clinq sequence.

- 15 -



.~tely, beqinning with the 11'1'.&8. M The progr•••ion of the

auction should be geographic, preferably fro. w••t to ea.t

(altilouqh the r.vers. would be acoeptable). Finally ana .,st

iJIportantly, SBC tIWJ9..ted 'that if the eo-i••ion u_. any a••led

bidding, the.. bide Mould be opened f irat, before the oral

auction beqins. on this latter point, there was significant

afJr_ent . For exupl., CTIA pointed out that if the a..lacl bide

ware opened first, this would equalize the information position

of both sealed bidders and non-sealed bidder.. S.., C'l'IA

CoIIIIenu at p. 1& and Cellular cOIIIaUnjc.tjorJII, Inc. at p. 6.

Additionally, opening tbe s.aled bid. firat would encourage tbo.e

.ubai~ting s.aled bida to participate in the oral biddinq

proce•• , to preaerve their interest in specific licenses. This

encouraqed participation would atiJIulate ccmpetition in the oral

bidding, incre.sillCJ both federal revenues generated an4 the

likelihood that the spectrum would be awarded to the party which

pl8.C88 the highest .conoaic value upon it.

A number of parties supported auctions by spectrum band

but arranCiling the licen.es by de.cending order of popUlation

within the spectrUJI band. Telocator and ATlrT proposac1 that such

an order will facilitate regional aCJ9r~.tion. 2'elocator at p. 4;

A7.'&'r at p. 9. sac supports the putpo.e enunciated but SU9Ci1••ta

that a map approach to the apectruJa licenses better achiev.. it.

xt i. difficul1: to conceive bow bidd.inq on .ew York, Los Angel..,

Cbicaqo, San Francisco, Detroit, Charlotte, Dalla., Boston,

MHcCaW' at pp. 15-16 agr... with a bloek-by-block approach.

- 16 -
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Philaclelphia, and Wallhington/Baltiaore (tile top 10 Barketa, in

order of population) facilitates reqional aCJ9ragation. Oral

bidding, on the other hand, clearly allows 98oc;raphic bidding and

logical, econOllic a9greqation. Auctioning by de.cendinq order of

population auction aeana that one .tart. on the east coaat (New

York), then awitcb_ to the west coa.t (Los Angeles). Auctioninq

licen_ which are ccmtiguou. will allow licena_s to deteraine

whether or not they can achieve the aCJ9reqation they seek and to

resort to alt.ernative plan. if such doe. not appear to ~ the

case.

2. fiAi Should Be AuatigM4 Itfpn ITAI.

Other ccmaentors sugge.ted the eo.isaion aay wish to

auction all of the eTA license. before it holds the HTA licenae

auctions, to acquire some experience. Nextel 8uqqests that this

"experi..nt" with BTAs will provide u..tul input to the PCC in

conclucting the JlTA auction. Naxtel at p. 8. The timefr_ of

the leqislation with regard to pes auctions st.ply do not allow

the C~••ion this luxury. Moreover, it is s1Japly unnecessary

to experiaent with B'1'A license. or any other licens.s if the

Btraiqht-forward oral bidding prooe.. is adopted. While the

C~ission haa little experienoe with such auctions, they are

relatively cOIIJIon in other area. and tbeir operation is

relatively easy to understand. If neoessary, the co.-ission

could hire a consUltant to assist with the auctions, thereby

elillinating the need ~or experi..ntation.
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Beqinninq with the BTA 1io.-.., llOreover, .ay diminish

their value. BTA licenaes _y coae to bave aore value if' they

are awarded at~er an JI'l'A license, ei1:her becau.e they aay be used

_ an acijunc~ to an M"!'A or bacau_ they are a9CJraqatecl to aiaic

an IITA. It the CO-i••ion need. to experbMmt with auction

procedures, it would be batter to baqin with narrowband PCS and

cellular fill-1n license., than to distort the logical

progr...ion of broa4band PCS licen.... s.., lloelW at p. 15, Nl'1t'l'

at p. 10.

3. 'lbe Pee Should Hot Hold simultaneous Auctions Of
Mpdyi4'th Or 9f'OE'.V,

Bell Atlantic Personal e~icationa C"8APC") propos..

that the eomaission auction both IITA bands toget:her. A number of

partie. includinq SBC, disagree, favoring instead auctions of

each band ••parately. See generally .:Lnorlty PCS Coalit:Lon at

p. 7, NAln'BC at p. 6, Pag1ng NatYforJc at pp. 17-18, Pfiscol18in

,,1nde•• Caa.wrloatlons Corp. at p. 1. SiJlultaneous auctions of

the IITA'licenses would 1Iak. it blpo.sl.ble to determine on which

band one should bic:l and how auch to bic:l, since no cOJIPany i.

allowed to hold both Il'1'A licenses. Itoreover, one IITA license and

its a••ocia1:ec:I spectrum assignment aay be preferable to the oth.r

in the s... geographic are.a, due to tbe presence ot incuabant

Ilicrowave user. Which .ust be relocated. On the other band,

ca.panies aay be willing to default to their aecond choice if

their first choice is not available or i. too expensive.

Si.ul.taneoUB bidding would not allow such fall-back positions to

, be activated. As a resUlt, siaultaneoua biddinq may bave the
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effect. of forcing a bidder to cbooaa • aincJla band on ¥bieb to

bid. If, however, bands are auction_ sequantially, bidders are

JIOre likely to bi4 on aach band.

BAPC'a proposal that one allow th. biqh bidder to pick

Which JlTA licanae it wishe. does not. solve th. di181llll& or how

_ell one should bid in the fint place. Moreover, BAPe's notion

that the "second bighe.t bid" wi~ the ·other" MTA license i. not

workabl.. The tera "second hiqh••t bid" has no meaning in an

oral auction. Indtted, it may not be pos.ible in an oral auction

to determine Xbg tha s.cond highest bidder i.. For axaapl., if

five eoJapanie. are bidding' on a licen.. and on. JUke. a bid that

is not increased, Which of the r_ainin9 bidder. has the second

bigh.at bid? Nor do.. the .econd highaat bid, if it can be

deterained, nec•••arily equate to the second h1CJhest value placed

on that MTA in that bandwidth. Therefore, this proposal does not

d.liver all of th. econaaic efficiencia. which the commis.ion

hopes to achieve by oral auctioninq.

Like the COIIIlission, a number of coa.entors are

fascinated by the posaibility of so.. kind of .imultaneous

auction. In addition to the RAPe proposal a})ove, 8ellSoutb, MTIA

, and PacTel aU99••t other foras of .iaultaDaowI biddill9. Of

cour.e; it the ccmais.ion allowed each bidder to desi9ft the

liaits of its proposed licans••, thi. also would give the

participant. mora flexibility. Tba C~s.ion rejacted a plan

that would allow unlimited combinations of bids, bowever, d.spita

its f'lexib111ty, becau.e it would be to iaposaible .daini.tar.
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The __ can be .aid for the si.ultaneous auction., particularly

the electronic ver.ion proposed by MTIA. IJ It should be obvious

that .iJmlt.aneous auctions of lioanae. are not. f_sibl. witbout.

e.DorJIOUa .l.ctronic capability. If, for exawpl., all MTAa are

auct:.1oned at the __ t.i_, it would be iJapoeaibl. for an

individual bidder to figure out ..nually what bid to mak., and

when, to stay within this bu4qet.

As for the el.ctronic .yat... proposed by NTIA, while it

..y have merit for later applications, the tiJI.fr.... availa})le

t.o the FCC make it. taPO.sible to iapl...nt for the auctioning of

broad12al)d PCS. Broadband pes i. .iaply too important an event

tor an experiment. The saple fact that as IlUch as $10 billion

in rederal revenue ..y be generated froll PCS license auction.

creat.. an enOr1lOu. incentive to design a syst._ which is a. ...y
.a po••ible to adaini.ter and pre.ent. th. few••t opportunities

tor ••curit.y probl.... An electronic bidding system will not.

...t tbe•• criteria in the t.iaefr_ required. What would the

Co.ai••ion do it .OIKI of the cOIDlUnication links failed? What i.

the r~y if r8CJi.tered bidder. are unable to e.tablish

CCDIIIunicationa with the bidding Byat_? How will the C~iB.ion

verify such clat.a? WIll the Co_i.sion re-auct.ion the speetrua

in this,.vent.? Would the Co..i.aion be lia})le to potential

lSorb. c01Iplexitie. of an .lectronic bidding .yst. are
obVioua. It one suppoae_ for exaaple, that. 1,000 bidders
participate in the auctions of the 2,565 broadband PeS licens••
(no. doubt a fairly lIOCl..t estbata of participation), the
po••ibility of d••igniJ\Cj a .y_toea wh1c11 could relay all this
inforaation to all bidder. in the t.a.tr_ allowed by the Budget
aeconciliation Act i. nearly t.po••ibl. to cont.-plate.
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